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It has been suggested that the year 1951 seems to mark the beginning of a
serious Soviet resymament offort. )}/* The present paper reviews the aveilsble
evidence for and against this hypothesis, with a view toward determining the
trend in Soviet resrmement, over the postwar period, and particularly in '
1951=52,

- Conclusions

The evidence exemined in this paper leads to the contlusion that the grovwth
of the Soviet gvoss naetional product has mwade it possible for the Soviet
planners to allocate lavger relative shares of this product to defense end
groes investment while still permitting a medest sbsolute incresse in aggre—
gete consumption. FPerhape the best single indicator of the trend in Soviet
rocrmament is the index based on budget allocationz to defense diminished Ly
outlays for military pevsomnel, operation, and maintenance, leaving a residus
that is roughly a measure of major military procurements, The index based
on such residues, corrected for price changes, shows that procurements in
1951 wers more than twice as great as in 1947 and over 20 percent greater .
than in 1950, If the size of the personnel component of the Soviet armed fovces
in 1952 remaine unchanged with respect to the immediately preceding years, then
the estimated 1952 defense budget destined for major procurements would repro~-
sent roughly at least a 26 percent increase over 1951, These considerations
suggest that the annual rate of increase in defense procurements in 1951-52
exceeds the reslized and projected rate of increase for gross iavestment in
these years. In terms of aggregates, however, it is not likely that investe
ment will decline in 1952 but rsther that its rate of inerease will be dempened,

There are no positive indications that the decline in tractor deliveries
to sgriculture represents a corresponding risze in output of tamks, The
smeller deliveries to agriculture can be accounted for in terms of adequecy
of the present park end the larger deliveries of self~propelled agricultural
machines and of tractors for forestuy and other uees. I should be emphapized

' ® Footnote references in arubic numerals ars to souvces listed in the Appendix,
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that the foregoing is mot a full accounting and that there may have been mome .
coma‘igh to tank production. The rolative dbelinos in tho rate ef growth
of outpit of items subotitutoble for armmmouts —- such as trucks, locomotivos,
and relidng stoek — ubich wors afitted from the Soviot official report of

- the 195% anmual pilon fulfilment should bo regerded as a roflection of twp
dovslepminta: (1) declining rate of growth of the Soviet ecomcny following
its repid xecovery from World Yar II and (2) galoctive deforment of ow-
pansion éf output of these ltams in favor of growing armement production or
convernion ef fuciiities for that purposs. Such dete as are avallable ine
dicate thet the cutput of conventiomal armements d4id not incresso im propore

. tiem to the allceatiews available {or major procurements, Thig sesult | -
vould bo in scoerd with an expansion of allécations to rescareh and develop-
tient and the production of military prototypss, end a cclective deaversion
of industrinl facilities to the prodnction of the nouly dowalepsd woapons.

- Do

&M :l
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From an acam:ma“bwn of the disponitmu and real changes of the Sovmt
gross natlonal product, it is possidle to obtain a broad agm*eﬂative indica-
tion of the direction of Soviet economic effort in gemeral and, in particular,
the trends in the developwent of its major componerits, inclmi:mg allocations
to defense, The present inguiry is concerned primerily with ghapves in
Soviet outlays for wmilitsry purposes from year to year and lass with the
magnitude of the Soviet defense effort in comparison with that of ancther
country or group of countries, A feirly comprehensive def:init:u_on conaistently
applied may be expected to reflect the dynamice of Soviet rearmement, pro=
v ided that the omiséions from the definition be relatively small, T4 iz felt
that the definition employed in this paper is sabtisfactory for thw mm:o.,,a,
a,lthough the data present.ed below are not, necessarily comparable with other
computations using the same tevminol logy.® A definitive conn_,lusmn wmj'd
require a ecareful comparisan of magnitiudes under various definitions for every
yoayr mdieat@d in‘the tables, This is not underteksn here, since the
preésent approach 48 intended to give, at best, only a. rough indication of
trende in velative shaves in the national pmduct A closer approach to the
problem of t?ends A production of armaments .LE% presen'i.@d in leter sections
of this pap@r -

Table 1*’* shows the percentage shaves of the Soviet gross mti@ml
product allocated to defense, investment, consumption, and government
administration for selected postwar years., This distribution is based on
caloulations in Yadjusted rubles® in an attempt to correct for distortions
4n the Soviet price gystem introduced by the high rate of turnover tex on
consumer goods, the multiple prices for agriemlmml commodities, and state
aubsidies to cmm bmnches of Adustryo o

- Table l 3hows ‘hhat the relative share of the gross national pra&uct
allocated to defense had risen by 1951 from a postwer low to a level
approxiwating that of 1940. The fect that the veal gross patiomal produst
had inecressed roughly by sbout 25 percent over 1940 implies, however, a
eomaponding incr@ase :in the absolute slmre of the product allocat@d to

"% The defiﬂition of “dei‘enae“ uvesed in this papm* covers sutlays for the

mintemnee and- eqmiment of ma.litary forees and installations, including

“_the pay, ‘allowances, » food, and clothing of tyoops; procuvement of wunitions;
equipment,; and supplivs; soms constyuction amnd L‘“@p&i‘f of military and naval
facilivies; and siscellunecous ovtlays divectly comnected with the military
establiahmmt. It exeludes defense plant construction, atomic energy instal-
lations, stockpiling of strategic rew materisls, and other cemty alized come
modity veserves, which ave placed under gross investment, The compavebility
~of various definitions of wilitary expenditures has been discuss sed in another
paper, together with various estimates indicoting vhe megnitude of 1952
Soviet budget cutlaye for dexense‘ 2l

Wi Tabl@ 1 i‘ollow on p. L.
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dafensea ) ‘i‘he 1arge relatlve share allocated to gross "mvestment in 1951 pre«ﬁ
vides a Pirst veserve for diversion to defense production on account of the
similarity in .outputs of the investment goods and defenss industries. Since
the calculations underlying the allocation of the gross nationgl product for
1951 in Table 1 were based chiefly on such evidence of Soviet plans as was
available, they do not reveal any changes in plans that might havé oceurred
during the year. The immediate problem, thersfore, is to determine whether,
in fact such diversmn ‘had occurred on a substantial scale during the past

yaar .
Tabie 1l

Percenta::e Disposition of the Gross National Product of the USSR
, for Selected Years
Ba.sed on Galculatione in "Adjusted Rubles" 3

- o 1937 1940 1944 I8 1951 Plau
Detense 8 15 3 13 15

Gross Tvestment 23 16 12 24 27
Personal and Gommunal - _
Consumptidn v - 66 65 41 58 54
Govemmeau Administz'ation '3 4 3 5 A
. Gross National Product | 100 Jm ;QQ, lQQ lgg_

The relati\re ahares shoun :’m Table 1 hs.ve been app“l.ied to the dsvelopment
of the real gross national product for the yeers indicated in order to obtain
the indexeq of real changes in the componants as set forth .m Table 2.5

Since the gross national product increased by about 25 percent Trom 1%0
-~ to 1951, the quantity of resources devoted to defense and investment in the
- postwar périod increased even more merkedly then indicated by Table 1. Even
the smeller relative share for .consumption in 1951 as compared to 19/0
gignifies a larger absolute shers in the latter year, although it does not
necevsarily signify an sbsolute per cspita increase. The increase in the
quantity of rescurces going into armament production in the postwar period
in all probability should be grestsr than Teble 2 suggests. This conelusion
follows from the fact that outlays for armed forces personnel have remained
falrly stable in view of the relutive fixity in the size of the Soviet
erped forces., Thus the increments to defense represent priwmarily an expan-
sion of defensa actmvx.ties other than 'i;hose connected with parsonael pay

# Table 2 follws on p. 5;
| - =4 |
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and maintenance, It does not necessarily follow that the output of convenw
tional armements has increased correspondingly, since these increments may

be applied to development of new types of military end items as woll as to

expandeéd production of conventional ones . '

Table 2

“Indexes of the Soviet Real Gross Netional Product
- and Ite Msjor Components
for Selected Yesrs
- 1940 = 100

337 190 19 18 1951 Plan

Resl Gross Netional Product 85 100 70 100 125
Deferse B 45 300 177 87 125
Gross Tovestment 122 100 52 150  2m
Personal end Communal : '

Consumption 8 100 51 89 104

Government Administration - 64 100 54 125 125

he Soyiet Budge}.

The trend of the Soviet Union's defense effort over the postwar years can
be gauged roughly by the direct defense allocations in the Soviet budget .
Clearly, pitfalls may be encountered in using such a procedure since there is
no assurance that the direct defense outlays for the various years are sup-
plementod in a directly proportional manner by the undisclosed budget outlays
for military purpdses. Table 3* provides a comparison of an index of defenze
expenditures based on direct budget allocations uncorrected for price changes
with an index of real changes in defense expenditures computed by the Rand
Corporation under the definitions used in Tables 1 end 2 and employing the
‘gross national product valuation method described above,

Although the definition of defense expenditures employed by Rand (and used
in the preceding tables) iz not so comprehemsive as the definition Toreferred
by ORR," it is quite probsble that with the exception of defenso industry
constructions, the items omitted by Rand but inecluded by (RR elther are rolatively
small or remain relatively stable over the postvar peried, 4/ If this is so P
the trend in Soviet reampament would not differ greatly under either definie
tion, DMoreover, even if defense industry construction wers to be taken Anto

# Tablé ’3';‘1“;:110@13_ on p. 6, |
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accotnt, it is not clear that a wide divergence of Indeves would necessarily
Pfollow, A substantial part of this construction must represent atomic
‘energy development, which mey be presumed to be a sustained progrsm very
‘1ikely keoping puce with direst defemse allocations over the postwar years,
-although there is no positive evidence at hand to confirm this presumption, -

The close. corvespondence which appesrs in Tsble 3 bstween the Rand index -
and the indax based on dirsct budget expenditures seems to confirm the view
that the direct budget outlays for defense are a falrly dependable guide
to the trend (as Jdigtinguished from absolute magnitudes)v in Soviet rearmament.
On the other hand, the presence of unexplained items in the Soviet budget
wmust tempor the confidence placed in conclusions reached by this approach.
Such unexplained items could eugment the megnitude of defenss outlays but

could not diminish it, As fer as the trend in the total defense effort is
concerned, it is impossible to say offhand what effect the undisclosed items

might have. _
| | | | “l‘able 3
Indé_lxes‘v ‘of Soviét _Reamamv ent
- 194452 g/ ) :
. Open Allotment o _.
" for Armed Forces 8§/ : Rand, ,
T LoitdionRaignl— misn X gass. ¥
Ak T 117 100 100
1945 0 128,2 93 g0
1946 - 73.6 53 55
194 66,3 48 45
1948 66.3 48 49
1949 79.2 58 58
11951 . 810g/ {8:3 &/ % of
_ l

1952 . 113.8 ﬂ

e, 1944, #1100, o L
" b. Based on figures glven in table,

o, 96,4 billion rubles, the budgeted allotment for
defense, is the figure given in the source for the
other figures in this coluwn, Ths figure 87.0 is
based on a separate estimate, P/ _

- d, 70 would be the index for 1951, corresponding
 to the budgeted allotment of 96.4 billion rubles.,

- Ses footnote ¢, ebove, |

e, A preliminary estiwate.

f. Flanned allotwent, '

Approved For Release 1999/09/21 : CIA-RDP79T01149A000300090003-2 .
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The one big difference between the two indexes.in Table 3 is the
difference between the figures for 1951, which arises primarily from s
reduction of the plamned divect defense expenditure of 96.4 billion
rubles t0 an estimated sctual outlay of 87.0 billion, a reduction which
the Rand computation did not teke into sccount. If the planned figure
‘weré used in both indéxes, their values for 1951 would be identical. Both
indexes show en increase in Soviet rearmsment after the postwar low point
reached in 194748, The planned direct expenditures for defense in 1952
represent a sharp Increase over 1951. An actual outlay on the scals planned
would vepresent a defense effort about four-fifths as great as in 1944.

An approximation to the trend in major procurements of military end
‘items is shown in Table 4, Again, the roughness. of the estimates must be
stressed, and the veader is referred to the source for a full description
of methods and assumptions, .

Table 4 |

Estimatea Gompoéi%ion Ofthé Soviet Défénse Budget by Purpose
' . {Billion Curremt Rubles) .«

- 194752 §/ |
~Lompogition of Defense Budget 1947 1948 1942 1950 195  {Flsn)
_Exblici‘t Defense Appropriation 6 66 79 ’83 87 11
Supplementary Allocations R B 15 16 16

Total Military Budget B O % 8 103 1
(1) Military Persomnel Costs -
(Pay, Clothing, Subsist~ '

ence, etc. ) 38 34, 32 30 28 28

(2) Military Construction 2 2 3 3 3 3

(3) Operation and Maintenance, :

Military Research, Trans— : _ _

portation, ete. 15 15 20 20 2 25

(4) Major Proeurements 22 29 39 45 51 %

. . The definition of defense used in drawving up Table 4 is the same as
used for the Rend estimates on which the previcus tables are based. Since
it is believed that most of the major procuraments ars covered by the
explicit appropriation for defenmse, the Rand definition of defense, which

- |
Approved For Release 19WDP79T01 149A000300090003-2
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i narrover than that "prefarred by ORR,® ig not likely to distort the
picture very significantly as regards procurements, Ureator reserve is
probebly jastified with reference to the allocation of the rilitary budget
among its components. The relative stability of militery porsonnel. costs
{item (1) in the table} isa reflection of the comperatively fixed size
of the armed forces over most of the years shown, 3/ The modest decline in
0osts over the years since 1949 is mostly s coniequence of the reduction of
prices for food and clothing, The allocations to purely military construc
tion, item {2) mre rvelatively mmall and therefore do mot seriously affect -
the residue representing major procurements, Uperation and meintenance
(item (3) in the table) is a rough estimate which may be substantlially in
error., 1t is estimated at about one-Tifth of the Soviet defemnse budget,
whereas in the United States this item nowmally vepresents about one~third of
the defense budget. Even if the fraction wers raised to one~third for the
USSR, the residus representing major procurement would continue to refiect
the trend of vesmmmament: that 1s, the amnuel increments to procurement would
not differ greatly, although they would be additive to & smaller initial basis.

In Table 5 the residues representing major procuraments arve roughly
corrected by an equipment price index to reflect changes in the purchasing

power of the defeunse ruble.
o Table 5
: Ind&zeé of Major Sovist Military Procurements 10/ _

Procuremants , Procurements

in Current Index in 1950 Index of
: ~ Prices " of Prices  Prices Procure~ Chain Index

- {B{1lion of Equipment (Billion ments g/ of .Pro rei/
1947 23 102 23 1 | o
1948 29 105 ‘ 28 &2 122
1949 35 135 30 67 107
1950 45 100 45 100 150
1951 51 (59) o/ 95 54 (62) o/ 120 {138) ¢/ 120 (138) o/
1952 Plan /A 95 ¢/ 78 173 144 {126)

8. Computed directly from the figures given under the heading Procurement in
1950 Prices. o

b. Figures for each yesr computed by using the preceding year &s a base,

o. Figures in parventheses represent the Soviet plans for 1951. As the
accompanying figures indicate, it does mot appear that the funds plamed for
defense in 1951 wers fully spent. Compare footmote 12,

d. Extended in 1952 without chenge from 1951, The movement of prices since
1951 is not known in emough deteil to meke an adjustment. However, the price
reggctions pade in 1952 should mesn grester purchesing power for the defense

Approved For Release 199¢DP79T01 149A000300090003-2
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The index of procurements in Table 5 suggests that the most significant

_change in the rate of armemeni procurement is that scheduled for 1952. In

the chain index of procurements, however, the change frem 1949 to 1950 though .
lesser in absclute magnitude is relatively greater than the scheduled change

. from 1951 to 1952,: The upshot of Table 5 is the conclusion that Soviet
- rearmemént has inorocsod progresaively though weevenly since 1947,

The planned allocation to défense as shown in Table 5, which indicates
a 38 percent increase for major procurements, would mors than bear out
the conclusion reached by the American Embassy, Moscow, to the effect that
in 1951 the mmnitions component of the gross machinery index exceeded the
21 percent incresse in ss machinery and mmitions output as given in -
official statisties. ] Thers are indications, however, that the plamned
defense akpenditures were not realised, since actual expsnditure in 1951
fell short of the budget by over 10 billion rubles. 12/

It iaﬁ"tnot clear that all of this shoxrtf21l com be attributed to defense.
The allocations o the natiomal ecoromy were underspent by 1 billion rubles,

wvihich would leave & residual shorifall of 9 billion %o be distributed

emong defense, sdministration end justice, and a miscellansous oategory.

Since the expenditures for adminmistration and justice ave falrly comstant
year by year, the residue must fall to the other tuo categories, In any
event the indexes shown for 1951 may represent limits to the increase in

defense procuvements over 1950,

On the asswsption that the Soviet resl gross naticmal pmduét is curvently
expanding at the rate of 5 to 6 percent per year, it appears possible for the
USSR to expand ite outlays for procurements as suggested by Table 5 while
8411l permitiing a slight increase in consumption and meintaining gross
investment st the rate achieved in 1951, The April 1952 price resductions
vare not so comprehensive as in other years, but vhen tsken into considera=
tion with the Soviet plans for taxation and state loans they suggest a smsll
inoresse in aggregate consumption, ' '

The US Hmbassy's estimate that Soviet mumitions cutput in 1951 was sboub
30 percent above 1950, 13/ lies near the middle of the range of 20 to 38
porcent givem in Tsble 5, It ie not clesr, however, that this increase was
achieved at the expense of the output of tzucks, tractors, transport eguip-
ment, and other imvestment goods as suggested by the Embassy. In particular
the Dmbessy's estimates of the indexes of machinery {mot including munitioms
and tractors and trucks must be taken as rough guesses, which they are
aclnovledged to bs. L4/

'.Table &% indicztes & velative sbatement of the rate of expg,nsigp of Soviet
capital investment in 1950 as compared with 1951, Haodeas in 1950, the -

#  Table 6 follows on ﬁ-. 10,

Approved For Release 199WP79T01 149A000300090003-2
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magnitude of over~all state investments according to the Soviet official

index represents an increase of 23 percent over the preceding year, in

1951 the corresponding incresse was only 12 psvrcent. Tha principal gainers

in 1951 vere eloctric power construction, ferrous and nonferrous metellurgy,

 and construction materisls, Significantly, the 1951 indexes are lower for

- transport and state sgriculture; the inderes fovr light industry amd for the
food industry, which ere not given in the table, also might perhaps be lower.

Table 6

Indexes of Soviet State I;xveétments )
for 1950 and 1951 33/

Jte..... £3949 = 100)
‘Blectrio Pawer Construction 132 Up
Ferrous apd Nonfervous Metallurgy 16 ' 120
Coal and Pstrolews Industries 115 112
Machinery S 109 , 10
Construchion Materials 116 135
Trensport ' 122 103
MI'S and Sgykhozes 1.8 106
Dwelling Congtruction 118 - 120
Light and Food Industries 110 Hot given
- Over=a1l Investment E 123 132

- The investment dute in Table 6 indicate a slackening of investment in
transport but not an sbsolute fall. In a semse, therefore, the absence

of speoific Soviet indexes for freight cavs, rails, and stesm locomotives
is indicative of new priorities in Soviet offfeial policy, end way vepre-
‘gent 2 substitubion of defsmse production capacity expansion at the expense
of possible expansion of tramsport., A fall in the annusl rate of increase
in investment, both generslly and in certain individual sectors of the
Soviet economy, could have besn expected folldwing the rapid resovery after
World War II, Trangport and agriculture have béan rather consistently
slighted in Soviet development policy, ard by 1951 the Soviet plamners may
have felt that an adequete park had been ettained in view of the possible
alternative uses of eapital resouwrces,

Although the delivery of tractors to agriculture in 1951 was only about
70 percent of the preceding yesy's delivery, it is estimated thet by 1351
the total draft power in agricultuve somewhat exceeded the prewar level -
sbout 23.5 million horsepswes in 1951 as compaved with 22.5 million horsepoue

' é.l@_.f?;
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in 1940, 16/ With fewer horses and a correspondingly greater share of
tractor power, perhaps somewhat more afficiently exploited, the fall in
deliveries of tractors to sgriculturs in 1951 does not in itself sppsar
eritical, Table 7 suggests that the mechanisstion of Soviet agriculiure
progressed quite satisfaotorily in 1951 and thst the need for trectors

to perform plowing had been met ia full, The deliveries of combines in
3951 exceeded 1950, but ample scope for future expanded deliveries remains,
The decline of deliveries of combines in the near future, therafors, could
‘be regarded as indicative of diversion of production facilities to arme-
ments, vhereas the drop in deliveries of tractors perhaps can be explained
on the basis of the adequacy of the existing park,

| | Teble 7. |
Selected Data for Soviet Agriculture 17/

Mo 0 e

Dslviveries‘ t0 Agﬁqultﬁré: : | | | |
Tractors (Thousand lﬁwhdrsam_ Units) 180 137
Trucks (Thousand Units) _ 82 . 59
Cowbines {Thousend Units) | 46 53

of Waich, Self-propelled 23 29

Vork Performed in Agriculture: |
Percent of Plowing in Xolkhozes by Tractors 60  Nearly 100
Percent of Grajin Area in Kolkhozes Harvested

by Combines 50 60
Pevoent of Meld Uork 41n Sovihomes Porformed:
by Mochenizsd Means s - Nearly 100

The faot that deliveries of traciors and trucks to agriculture in 1951
were mmaller thanin 1950 does not neceasarily mean that production of these
1tems hss decreased correspondingly to the advantage of armsment production.
There is some substitution between tractors and selfwpropellad combines, and
the output of the latter increased in 1951l. Moreover, vhem account is taken
‘of other selfepropelled agricultural machines, such as cotton pickers,
tractors used in fara:m operations, end bulldosers =md other conmstruction
‘machinery wtilizing tractor mounts, it is possible that there may be no
decline in civilian output of tractor plants. This conclusion ls indeed
suggested by Table 8% for seversl other items as well, but the figuves shourn
in this teble must be taken with a certain reserve, They are based on CIA

¥ Teble B follows on p{_lz,, ,
| | | SRS b
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oatf!.mates ,,' and some of the figures for 1951 represent mrt’.rapolations of
- past trends modified by assumptions whose validity may be open to question.t

Table 8
Indexes of USSR Production of Certain Ttems
| 1949-51 38/

o E 1950 1950 1951
1, Trucks 130 169 196 1% 116
2, Tractors 154 189 234 123 1n3
3. Llocomotives ny - 135 129 115 %
4o TRolling Stock 147 174 204, 118 117
5, HMachine Tools 119 133 138 1z 104
6. Antifriction _, ' :

Bearings 108 13 17 105 104
Te Heavy thors . ' . .

and Cenarators 12 125 140 12 12

 planes g, 98 1o R 7A 113 129
9, Tenks end Self- '

~ propelled Guns 144 144 14k 100 100

8. The nargin of error fo#' the estiuate of combat airplanes may be wide
#ith extont woknown until move reliabls infoymation is davoloped,

A declining rate of incresse of production of most items in 1951 as
compared to 1950, as chown in Teble 8, is comsistent with the trend in over
ell state investments shown in Teble 6, Of the two items of traditionsi
armsments shoun, only one, combat planes, presents an increass for 1951 that
is shove the Soviet officlal estimate of & 21 percant. increass in gross out-
put of the machinery building industry as a whole, The sbsclute decline of
locomotive output in 1951 is balanced to some extent by imports of locomotives
from the European Satellites, ' '

& Clearly, if these estimstes and others pertaining to the output of verious
types of armewents could be tsken with complete confidence, such inguiries

as the preseut papsr need not be undertaken, Oue could proceed with complete
sssurance to combine the ocutput of particular ltems into various aggregative
indexes by means of Soviet or other prices, depending on the end in view,

and thus obtain measurss of the changes that have ocourred in various sectors
of the economy over a period of time,

. &7 RDP79T01149A000300090003-2
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. In view of the estimated 20 to 38 percent increase in Soviet armament
procuredent for 1951 shown in Table 5, it appears that the defense output
at least kept pace with the over-all index of the machinery building
"industry and may have exceeded particuler components of it by falrly wide
* marging. Since in most of the cases sliown in Tsble 8, 1951 rapresents an
absoluteé gein over 1950, any substitution of defense output for other: items
of the machinery building industry constitutes s restraint on the rate of
" ‘developkent of the Soviet economy rather than a cutback below the previously
attained level. -.

. It 18 not unoommon in Soviet experience for industries as a vhole to
show snnudl rstes of insrease excesding the rates of increase of leading
componsnts of their output expressed in physical wmite. This ds in part a
consequente of the concentration of the management of plamts upon the out-
put of the wost profitable items to the relative neglect of less profitable,
with the result thet the plen may be fulfilled or overfulfilled in value
temms but not necessarily for output in physicsl wnits of certain leading
ftems, 19/ In addflion, the Soviet practice of valustion of gross oubpub
includes capital comstruction and othér work that en enterprise or ministry
way perform on its oun account., This would tend to swell aggregate produc—
tion but would not necessarily mean that particuler items would keep pace

- with the aggregete. Since the so-called fixed 1926~27 prices presumsbly

have been sbandoned for planning purposes, one can no longer ascribe to this
faulty method of valuvation tho differance bstween gains in over-all output
in velue terms, on the one hand,snd the increments in output of particular
items in physicel units on the other hand.®

Such scaftered information as is avallable dces not divectly show & very
significant inorease in the output of conventional armements in 1949-1951.
No major chsnges have been noticed in ammmition and weapons production. The
output of tanks ond self-propelled guns appears to have inereased slightly,
i at all, The output of combat planes appears to have risen modestly in

1950 and more substantislly in 1951i. 20/

. The scanty information availsble relating to Communist airveraft produc-
tion indicates that the Soviet Union has been striving to achisve greater
resdiness for war, Current USAF aiveraft production estimates are besed on
the Soviet use of approximstely 20 percent of estimated aiveraflt assembly
plent capacity. Protolypes of new combst aireraft seen in eir shows indicate
Soviet emphasis on ressarch end developmeni, There is some evidence of the
. reconstruction of axisting buildings in some of the alrcraft assembly

% The cwrent Soviet practice of valuation of production for plauning end
yeporting purposes deserves & searching inquiry, It should lead to a better
comprshension of what Soviet indexes rvepresent and psrmit more complets

" analysss of the Sovielt economy than sre now possible.

-13- ™
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plants. W Curvent ostimates on the Soviet ammmnitién industry do not
indicete &ny serious slteration in the long~term programs to achieve greater
jmmediate war readiness, although limited conversions of civilisn production
to smmunition and revival of production in plants inactive since World War II .
heve bsen reported. 22/ o

It ig further reported thet sxwement plante st Stdlingrad, leningrad,
and Kharkov have been rebuilt since World War II, and & portion of their
capacity retwrned to srpament production, but this is not regarded s a
serious alteration to schieve grester immediste resdiness for war. 23/ In
view of ﬂhe lack of positive indiomtions of serious expamsion of outpub of
conventidnal. axmements, it appears that the expansion of Soviet efforts in
this field is in considersble measure directed toward development of new
types ahd the preparation of facilities to produce these in increasing
nuwbsrs, 4 » '

iR
LT 1Y ROES
Progduction.

The Soviet official index of $nvéstment shows a mirked tapering off of
state investment from sn snnual inereese of 23 percent in 1950 to 12 percent
in 1951.% It has been suggested sbove that this vepresenis in part a natural
slowing down in expension of productive capacity after the rapid recovery
following World War 1I, and in part the competition of defense production for
resources applicable to both fields. It sppears that defemse has been gaining
relatively on state investment as a whole, The latter in 1951 shows an
inerease of only 12 percent over 1950 according to Soviet offieisl statistics,
vheress an apalysis of budgets suggests at least a 20 percent increass for
major defemss procurements, and possibly more. An examination of particular
industries 24/ suggests that the Soviet Bloc has fajled to realise plens for
the expansion of facilities for production of autowotive equipment, but the
main reason for this may be the incremsing effects of Western embargoes on
shipeents of machinery to the Soviet Bloe. In same reports, the cutback of

 locomotive production in the USSR is associated with conversion to tank
production, but this interpretation is perhaps offset by rising imports of
locomotives from the Satellites, No signs have been noted that would suggest
& chenge in the Soviet basic plan to raise coal output to ebout 500 miilion
tons by 1960. Continued emphasis in thls industry is placed on increasing
the mochine-pman ratio, and this inference is supported by the investment data
given above in Table 6. The electronics Industry is notable im its need for
expansion for either war or pesace, and therefore it would be diffienlt to
aspign plant expansion to a policy shift favoring munitions production, It
appears, however, that the civilian share of the industry's total outpui
declined from en estimated 25 percent in 1949 to 16 percemt in 1951, despits
an increase in production capacity of about two-thirds in this perlod. 25/
Available information indicates that no serious alteration in the long-term
investment program for merchant shipbuilding wes mede during the Fourth

# Ses Table 6, above, N
_ -l - ;
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Five Year Plo,n {1946-50) to achieve greaster inmediate readiness for war,
and thet no such reduction is planned :t‘or the future.

In tho ﬁ.eld of construction there appears a continued :atz'ong impotua
among designers to substitute reinforced concrete for steel in various
constructions, The setting up of 2 new Main Adwinistration for the
Production of Reinforced Conorete Parts and Structures 26/ lends amphasis
to the drive for economy in the use of steal, Savings of stesl effected
- by such a measure cbviously could be directed to peacetime investment or
armament production., The continued h level of investment in fervous
and nonferrous metallurgy shown in Tabie 6 indicates continued application
gi d;l;g Stalinist thesis of socislist developmant vis expansion of heavy

I’y@

é,

A detalled study of the flow of inputs and outpute through major indua-
tries of the USSR has not been completed, and thersfore it is difficult to
measure with any precision the magnitude of diversion of resources into
research, development, and conmversion programs, Indirect evidence ~- namely,
the comparative ata.bility in production rates of conventional ammsments
coupled with the rising budget sllocations to defense =- suggesls that &
very considerable part of the current Soviet defense effort is directed
tovard research, development of prototypes, and some comversion of production
facilities for the output of newly devaloped military 1tm, ‘

7.

Aside from the creation of the new organizational unit for production of
reinforced concrete structures noted above, the shifts in the administrative
organization of the Soviet economy are not considered indicative of stepped-
up preparation for war. The appointment of Maksarev as head of the Ministry
for Traneport Machine Building is regarded s & normal promotion in view of
his esrlier service as director of a tank plant with the ministry's predecessor
missariat and his succesding post as deputy minister with the present

stry.

The upward revision of the industrial targets in the national economic
plans of the Soviet Satellites cen be rsgarded as in keeping with their
expropsed twin aims of military prepavsdness and economic development vie
emphasis on heavy and engineering industries. In view of tho extewl of
Soviet control over the Satellites, aceretions to the militery strength of
the latter reinforce the Soviet rearmsment offort. There iz some evidence
of Setellite production of component parts for larger armsments assembled
in the USSR and of stsndardization of production of other military jtems on
Soviet models. 27/ .

..15...
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APPRIDIX

.

3, Rand Corporation, S_g_a_ﬂ;_%, 1951, p. 3.
4, TFor ORR dofinltion, sce MP<89, olted above, _
5, Flgures for all years oxcopt 1951, takon fram OIR, Deparimant of State,

, OIR Report Mo, 4£00.39, March 1952, p, 32, The
B purc given for 1951 in this sourte is 96,4 billion rubles.
6, Hans Heynenn, Jr, , The m%ﬁuﬁe of Russia's !Alitary Rfford, Rand
- Gorporation RbL?l’,é ; amber 1951, p. 20.
7. Tho figure of 87,0 f411i0n rubles s estimoted allotment for tho Soviet
" armed foress in 1051, is taken from Mostow Dosputeh from SANA, 8
~ larch 1952, Joint Heeka 10, N, Ma 1418, <
8, Hons Heymamm, Jr., op. eit., p, 37. The figures for 1951 have been
. changed in koeping with an estimated actunl explicit ocutlay of 87
billion rublss instead of o plammed outlay of 956 billion (Ses footnote
¢, Table 3)," The estimntes for 1952 are ths ORR alloeatioms of tho
iod and estimnted suppleniontary budget axpenditures in kesping with
the Rapd agsumptions, , . v
9, Ibid, Heymarh asswmes 4.5 million troops im the armed forees iz 1947
“and 4,0 million 4in tho subsequont yoars through 1951. Tho Plowre for
1952 43 takem as 4.0 4n extending Heymann's breakdown, These figures
. gro not preciso; however, a variatdon of o few hundred thousond would
- :not seriously altor the series for major procurenshts viaich is obtained
‘g8 o residual, In fact, the C-2, A-2, and OHI ostimntoes for the poriod
Iggg‘um yield totals ranging fron l.o t0 4,2 nillion,

Dasmwiteh from SANA . eited abovae,
, 25X1C8a
13, Sestion, imerican Bubassy, Moseow, op. €it., Ps
uo 'mep Pe 5° . . ’
15, Mgures for 1950 fron Flamovoyo Khosiuistve Ne, 1, 1951, p. 13.
Flgures for 1951 fron Voprody Honorild, le. 2, 1952, p. 9. The
' torms Xapital'nye vlozenlla and ! ~_1:.algn o raboty used in those
goureés arc talon 08 synonyuous, z. Fﬁ liap;.%‘an,: Capital
sotimznts in the Soviet Uniem 10241051 Rand Corporation HM 735,
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16, OIR, Department of State %ﬁﬁ w.___;__,.& gricultyre,
‘ Inta‘!.ligenco Report Mo, '7 April 1952,

- 17. Figwres for 1950 are from

. figures for 1951, from .

18, Ttems 1-7 1‘;0:1 CIA/RR IP~295, Gontributions to

25X1C8a 10, - 1952, TOP SECRET, p. 41.

s Yemorandum, 17 April 1952, subject:

TOP SECRET,
Alr to 1/P, Memorsndwm, 16 April 1952,

P-/ 1'7

styvo, o, 1 1951, Pe 12!
“0 2 195‘-', ppazg"s

Ttems 8-9, (AR estimates, 16 May 1952,

Commerste on
s*oatmt on mg«at, Part I, See also cTa/RR IP-295, cited above,

2, m I/hmeo to Acting Chief I/IP, Memorandua, 15 April 1952

23, am I/Weapcne to Acting Chief, /TP, Memorendum, 14 April 1952.
_' % % I/GGtt: 1/1P, Memovandwm, 14 ipril 1952, i
25X1A2g 22" 1P, Mewmo 7 April 1952,

27,
‘ 24 Yarch 1952, p. 6.

w 17 -

I2-295 (Revised), 8 May 1952, p. 12, TOP SECRET. JIB 3/142,

Approved For Release, 1999/09/21 : CIA-RDP79T01149A000300090003-2‘



